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 1. Introduction 
Fragmentation of production has made efficient logistics a must for a 
successful supply chain. Having good logistics, thus, is becoming 
increasingly important for all countries to enable them to participate in 
global supply chains and attract foreign investments that contribute to 
economic developments. 
Also, Globalization makes global supply chains vulnerable to security 
challenges as the world is becoming more interconnected, and a certain 
threat in one country could disrupt the whole supply chain. 
This paper aims to explore the state of logistics in the world and its role in 
international trade, particularly in the top performing countries, and compare it with 
its equivalent in the United Arab Emirates. The impact of logistics on the global 
supply chain will be discussed, and some of the security concerns in the world and 
in the UAE are examined. 
Although many papers have been written about logistics, supply chains, and 
security concerns in many countries, the literature lacks studies that explore these 
topics in the Middle East. And as the gap between most of Middle Eastern countries 
and the top performing economies in terms of logistics is wide, it might be more 
realistic to start comparing top performers with the best performer in this region, 
which is the United Arab Emirates. 
The trends of international trade in the world will be discussed and later the trends 
of international trade in the UAE are compared to them. Regarding the assessment 
of the state of logistics in the world and the UAE, the Logistics Performance Index 
and the surveys conducted by the World Bank will be used as they are considered 
the most valid tool of assessment for logistics performance. Finally the security 
concerns are discussed based on relevant up-to-date reports.  
 
 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 2.Literature Review 
 
2.1.International Trade  
 
International trade is the exchange of goods , services and  capitals across 
international borders (Dictionary.com, n.d.). 
Countries may engage in international trade for two reasons , they either do not 
have enough resources to produce a certain product which is demanded by the 
domestic market , or there is another country which can produce it more efficiently. 
Hill (2011) states that the world has been moving toward more liberated 
international trade since the late 1970s, when most countries, particularly 
developed ones, shifted from being highly independent economies to be 
interdependent and parts of the global economy. He additionally notes that the post 
Soviet Union dissolution period has seen accelerated actions to promote free 
market among nations. 
Consequently, the flow of goods and services worldwide has grown notably in a way 
that surpasses the growth of the gross world product (GWP), making international 
trade an essential component of the GWP that reached its peak in 2008 when it 
accounted to 53% of it before it declined to 43% as a result of the global recession 
(Arvis et al., 2012) 
Global trade and foreign investments are two of the main components of 
international integration that boosts Globalization , a phenomenon that creates 
associations among nations in a way that turns the world into a global village 
(Soubbotina and Sheram ,2000). Therefore, the drivers of globalization and those 
of international trade are utterly interlinked. 
Many researchers state that there have been major drivers for the flourishing of 
international trade , the decline of barriers and the significant developments in 
 information and communication technologies (ICT) alongside the increasing 
efficiency of the different transportation modes (ibid; Hill,2011; WTO, 2013) 
These patterns has intensified the importance of managing networks of suppliers 
and customers in different regions in the world , enabling countries to engage in 
trade activities regardless of their extent of development. Accordingly , the world 
has seen developing countries raising their contribution in international trade . 
In 1980, developing countries contributed to just over a third of the world export, 
however, in 2011 there shares reached 47% with Asia ,particularly China, which is 
currently the largest exporter in the world , playing a leading role (WTO ,2013). 
It is believed that international trade has brought many benefits to the world , 
including  less developed countries. The European commission clarifies how 
international trade help developing countries: 
1-International trade and investment promote development and economic 
growth and create job opportunities, which decrease poverty. 
2- Exposing domestic markets in developing countries to international 
competition alongside the access to new markets with high requirements 
increase the competitiveness of local producers and move these countries up 
the value chain. 
3- Foreign direct investments transfer new technologies and know –how to 
developing countries in addition to other knowledge which increase the 
quality of life and economic development in such nations. 
4- international trade increases the quality of life in developing countries and 
make many products affordable for domestic customers. 
(European Commission , 2012).   
 
Although international trade has brought significant benefits to the world, managing 
this huge flow of goods and services across borders is not an easy task, it involves 
 sophisticated networks whose members are manufacturer, transporter, wholesaler, 
and  retailers in addition to those stockholders who are not directly involved in the 
creation or delivery of the product , such as governments and other international 
institutes. To be more specific , trade across-borders means longer lead times , and 
the need to manage relationships with many partners around the globe who are 
usually from different cultures and backgrounds which might lead to 
miscommunication or having customers not satisfied. 
 
Many economists have introduced theories explaining aims and uses of 
international trade. Mercantilism , absolute advantage and comparative advantage 
are all theories which promote international trade , however they differ significantly 
in the strategies that they suggest for governments to deal with global trade.  
Since the world in the mid 16th was still using gold and silver as the currency for 
trading internationally , importing goods meant losing gold or silver while exporting 
meant having inflow of these currencies, so the main concern of any nation was to 
be an exporter more than being an importer of goods in order to have more gold 
and silver to increase their wealth. Therfore, the role of governments was to 
intervene to ensure a surplus of trade is maintained through imposing tariffs and 
quotas on imports and subsidizing exports. This model of international trade was a 
result of adopting the mercantilism theory. 
David Hume criticized this theory and claimed that its  long-run results on a country 
is contradicting to what it aims for. He explained how England having trade surplus  
with France could affect it negatively by increase inflation caused by the huge 
amount of gold and silver inflow, in a way that decrease the cost of French imports 
to England ,which make them more attractive for the domestic market there. He 
concluded that having a permanent trade surplus is not possible.  
Although pure mercantilist theory is not used anymore , many countries still depend 
on strategies that are seen as neo-mercantilist policies in order to have trade 
surplus with other countries. For instance China has been devaluing its currency in 
order to boost its exports to other countries , especially the USA. This technique is 
 considered as an alternative for the protectionist measures that China had to 
remove in order to join the WTO (The Economist ,2011). 
Two centuries Later, Adam Smith introduced the absolute advantage theory which 
contradict the assumption of mercantilist that international trade is a zero-sum 
game , and promotes that nations can mutually benefit from trade by producing 
goods where they are the most efficient and productive, and purchase everything 
else they need from foreign countries. While mercantilist theory consider the wealth 
of nations as the accumulation of gold and silver , Smith’s theory associate wealth 
of nations to living standards of their people. 
Despite the importance of the absolute advantage theory, it limits trade only among 
nations who have absolute advantages in certain areas , therefore countries that do 
not have any of them are excluded from international trade , this can be seen as 
unrealistic assumption. Therefore, Smith introduced again another theory called the 
comparative advantage theory, which was formulated later by David Ricardo.  
This theory states that even if a country has an absolute advantage producing a 
certain commodity, it can still import it if it can better allocate its resources for the 
production of another commodity , so it specialize in producing it . Consequently 
larger number of countries can participate in international trade, and the compound 
production of the world increases as nations using their resources in the most 
efficient way, which could make these commodities more affordable ,and available 
for more consumers worldwide.         
Other trade theories have been developed , however the theory of comparative 
advantage is the one which is widely used by free trade supporters mainly by the 
world trade organization (Hill ,2011). 
Eliminating trade barriers increases the total output of the world and enable people 
around the globe to consume more , not only nations which have comparative 
advantage , but all countries which participate in international trade. This theory is 
widely used by pro- free trade. Nevertheless, many governments usually impose 
restrictions on cross-borders trade to protect their fragile industries and those 
which are vulnerable to sever foreign competition.  
 Ray and Marvel (1985) observe the different types of trade barriers in some 
developed countries such as the USA and Japan , they conclude that although tariff 
barriers were dramatically declined in these countries , policymakers there still use 
non-tariff barriers to protect some industries which are affected by trade 
liberalization , a thing that is believed  to hinder international trade .For instance, 
Lee and Swagel (1997) find in their study that non-tariff barriers and the control of 
exchange rate have more negative impacts on manufactures exports than tariff 
barriers do. 
Therfore many economists advocate free trade claiming that even there are losers 
and winners from this system , the benefits for the society exceeds the 
disadvantages. What is more, the WTO expects that promoting and applying free 
trade would result in developing countries having both their GDP and exports 
growths exceed those of developed countries as much as three times , while 
applying protectionism policies would decrease GDP growth by less than half this 
rate , and export growth in developing countries would be lower than developed 
countries (World trade organization , 2013). 
 
International trade has not been limited to export and import of final products or 
raw materials, as a result of companies dividing their production into many tasks 
each of them could be done in a different country, usually where a competitive 
advantage can be acquired, trade in intermediates products have increased 
significantly during the second half of the last century.  
MNCs have been more dependent on integrated networks of suppliers in many 
countries to produce their goods. Furthermore, the reduction of trade barriers 
worldwide has created an attractive environment for them to fragment their 
production into many stages each of which could be performed in a different 
location. 
Firms locate each production stage based on the characteristics needed to perform 
it , such as Labor intensive , capital intensive , skilled workers, high technology. 
 Hence, many countries , including less developed ones, have been be able to 
contribute in these production chains by exploiting their comparative advantage.  
At the same time, production fragmentation enables companies to access new 
markets and use other comparative advantages of foreign countries in a way the 
boost the efficiency of the production and expand market reach (Hummels et al., 
1998) 
Nevertheless, Hummels et al. (1998) argue that international production does not 
necessary result in an increase in international trade since many companies chose 
to serve overseas markets by locating production facilities there , so products are 
produced for domestic consumption which means exports from the main country 
would, thus, decline. However, they assume that one model of international 
production could lead to an increase in global trade , it is the vertical specialization , 
where each country specializes in a different stage of the fragmented production. 
As a result inputs which are components will be traded several times and in each 
stage a value will be added until they form a finished products. Vertical 
specialization occur when a company import intermediates from oversea countries 
either they are purchased or outsourced (ibid).  
In order to reduce its inventories , lead times and uncertainty in  demand and 
supply , MNCs invest in high technologies and help their suppliers in low cost 
countries to increase their efficiency as “a supply chain or vertical production 
network is as strong as its weakest link “  (Nordås, 2003, p.6) . Fragmented 
production enables suppliers from less developed countries to participate in the 
supply chain , yet they would not be able to raise the quality of their participation 
without improving infrastructure in these countries and reform their regulation 
systems including customs (ibid). 
Furthermore , tariff and other trade barriers could increase the cost of applying this 
model since input materials cross borders many times until they become finished 
products. Many researchers claim that any reduction of trade costs would have a 
significant impact on trade volume. Therefore , countries should attract companies 
by offering incentives that help investors reduce their costs (ibid). 
  
Participation of developing countries in the institutions that govern international 
trade has been escalated since 1947 when 23 countries attended  GATT agreement, 
12 of them were developing nations. Also, currently the majority of WTO’ members 
are developing  or transition countries  (Bown, 2004).However, some argue that 
this active participation of developing countries in the WTO has not brought much 
benefits to them. 
 In 2011, Aurelie Walker posted an article in the guardian explaining how the WTO 
has failed to meet its promises ,in the Doha  development round 2001 , to support 
developing countries in the field of international trade. For instance , the 
organization did nothing to deal with the huge amount of subsidies that were paid 
for farmers in the developed counties. Consequently, millions of the poorest  
farmers in the world have found themselves out of business as a result of the unfair 
competition with their western counterparts . In addition, Walker claimed that the 
WTO has failed to apply fair trade , one of its core objective, as big economies 
sometimes make decision in the organization that could negatively affect less 
developed countries (Walker, 2011). 
 
Moreover, Although developing countries took advantage of the considerable tariff 
reduction in developed countries, their exports  faced other obstacles. Balassma 
(1984) notes that tariffs in developed countries were escalating with the  degree of 
the processing of exports, in order to control fabricated products flow from 
developing nations. 
Trade policies of developing countries : 
During the post WWII, developing countries followed inward strategies which 
encouraged producing import substitutions and imposed  restrictions on exports 
including their two types , manufactured and primary. 
In the early 1960s, the Asian tigers leaded by Hong Kong started to depend on 
outward oriented development strategy that similarly supports all kinds of exports 
 and imports. Furthermore, Brazil, Argentina and Mexico started to support their 
manufactured exports, yet they kept other restrictions in action. While India with 
other developing countries remained dependent on an inward strategy. 
The result for the economies of the far eastern countries was having a rapid growth 
as a result of the outward strategy which led to a significant increase in 
manufactured exports fueled by efficient use of capital and better allocation of 
resources. Also, some Latin American countries improved the performance of their 
economy , but not as much as far eastern countries did. In contrast , the other 
developing countries which remained having inward oriented did not expand their 
exports and had low performing economies (Balassa 1978). 
The economic shocks in the first half of 1970s caused by the increase prices of oil 
and the global recession affected the exports of Far eastern countries, however, 
these economies remained applying outward strategies and recovered shortly, 
consequently, their exports and economic growth was expanded. On the other 
hand, the rest of the developing countries tried to maintain the economic growth 
rate by foreign borrowing and by applying protectionist measures to protect their 
industries, albeit they failed to do so and their shares in international exports 
declined (Balassa, 1984)   
To summarize,  
 International trade has been around since thousands of years and its theories 
have gone through many changes, currently pro free trade researchers and 
institutes support more free trade and barriers reduction. 
 Developing countries have adapted various models of trade apparently some 
of them have become developed , transition or emerging economies. 
  Vertical specialization has created many opportunities to emerging 
countries, on the other hand it make supply chains more sophisticated, so 
better supply chain management and close relationships and cooperation is 
required. 
 
 2.2  Supply Chain  
 
In order to analyze and assess supply chains in any country, two important 
questions must be answered , what is supply chain and who are its participants?  & 
what is supply chain management? 
Supply Chain Definitions:  
Since the world has become a global village, companies have been able to source 
materials and services from almost anywhere in the globe. This enables them to 
access scarce resources necessary to produce products and distribute them to 
customers profitably. Despite the huge benefits of global sourcing, it creates many 
challenges that need to be overcome such as longer lead times, transportation 
costs and high level of inventory. Therfore,  all participants in the process of 
sourcing materials should act as one  integrated group called a supply chain. 
The Supply chain members should be able to communicate effectively in order to 
coordinate the flow of materials , information and other resources through the 
supply chain in a way that ensure products are delivered to the right customer at 
the right time, and use these resources as effective as possible. Such 
communication requires maintaining close relationships among all enterprises or 
individuals involved in the supply chain. 
Lambert and Coper (2000) support this consideration and affirm that as competition 
in the global markets is becoming increasingly competitive, companies will not be 
able to perform efficiently on their own without having reliable suppliers and loyal 
customers.   
Moreover, Mentzer et al. (2001) state that only  companies who deliver products to 
customers at the right time and at least at the required quality can survive in the 
market. In addition, the trend of global sourcing, the fluctuation in the global 
markets and the dramatic development of technology has created an uncertain 
environment which put pressure on every part in the supply chain to closely 
 cooperate with other partners to ensure smooth flow of materials through the 
chain.   
Olugu and Wong( 2009) point out that  there is not a comprehensive definition for 
supply chain due to the fact that it includes different partners , each of which looks 
to it from his/her own perspective. For the same reason, researchers do not define 
the term supply chain management similarly (Mentzer et al., 2001).  
Supply chain is a network of partners located at different levels of the value chain, 
downstream and upstream, includes suppliers, manufacturers, distributers, 
wholesalers, retailers, logistics providers  and customers. The members of supply 
chain add value to the  materials in different stages through many activities such as 
procurement, transporting, transformation and delivery (Lin et al., 2006; Stevens, 
1989; La Londe and Masters, 1994; Christopher, 1992; Mentzer et al., 2001; 
Lummus and Alber, 1997).  
Mentzer et al.(2001) define supply chain as “a set of three or more entities 
(organizations or individuals) directly involved in the upstream and downstream 
flows of products, services, finances, and/or information from a source to a 
customer”, and suggest that it includes the final customer as an essential part of 
the supply chain.  
Other authors define supply chain as relationships between entities within a 
network, who utilize their efforts  in order to deliver value to the end customer 
(Chan et al., 2003;Hult et al., 2007).  
 
According to Beamon  (1999) supply chain is a set of activities that add value to 
raw materials in order to deliver finished  products to the customer. These activities 
has been categorized by The Supply Chain Council (1997) into four basic processes 
-plan , source , make and deliver- and include “  managing supply and demand, 
sourcing raw materials and parts, manufacturing and assembly, warehousing and 
inventory tracking, order entry and order management, distribution across all 
channels, and delivery to the customer”. Quinn (1997) asserts this definition and 
 expands it to include information systems that are responsible of monitoring supply 
chain activities. 
Others define supply chain as a system which includes functions that create value 
to be delivered to the end customers, and all members of the chain are connected 
by the forward flow of material and feedback flow of information (Wong and Wong , 
2007; Fox et al., 2000; Cox et al.,1995) 
 
Supply chain management  
Supply chain management aims to coordinate the efforts of all parties involved in 
providing value to the final customers in order to ensure their satisfaction. Every 
participant must see the supply chain as a single integrated system and work for its 
superiority, so win-win relationships should be maintained among the constituents 
of such chains (Monczka and Morgan , 1997; Cooper and Ellram,1993; and Cooper 
Lambert,2000) 
 
There are many factors that make supply chain management a crucial area, these 
factors can be summarized as: 
 The immense need to carry an optimal level of inventory to avoid both 
stocking out and the high costs of having excessive inventories. 
 The frequent change of customers’ preferences, which require close 
monitoring of the demand side to respond to these changes quicker that 
competitors, as well as innovating and creating demand for new products.   
 Change in the business model from vertical integration to horizontal because 
companies have not been anymore able to individually manage all process 
needed to deliver value to the end customer, so they started to depend on 
external suppliers to perform some of their tasks. 
 Companies realization of  the need to harmonize the management of all their 
departments and tasks to ensure the success of the overall performance of 
the supply chain. 
 2.3.Global Logistics 
The idea of logistics started mainly in militaries where they had to ensure sufficient 
supplies to their armies, taking into consideration that prior to the 19th century 
there were no advanced means of  transportation nor reliable infrastructure (Grant, 
2012). 
The terms Logistics management and supply chain management have been widely 
used interchangeably; however, authors have distinguished between them. 
Logistics management is considered as a function of SCM which embraces all 
activities that coordinate the efforts of all supply chain members to deliver value to 
the final customer.   
The Supply Chain Management Professionals (CSCMP) defines supply chain 
management as: “The planning and management of all activities involved in 
sourcing and procurement, conversion, and all logistics management activities, 
importantly, it also includes coordination and collaboration with channel partners, 
which can be suppliers, intermediaries, third party service provider, and customers. 
In essence, supply chain management integrates supply and demand management 
within and cross companies” (ibid , p.3) 
The council of the Supply Chain Management Professionals defines logistics 
management as “the part of supply chain management that plans, implements, and 
control the efficient, effective forward and reverses flow and storage of goods, 
services and related information between the point of origin and the point of 
consumption in order to meet customers’ requirements.” (ibid , p.2) 
Supply chains are getting more complex for many reasons. Consumers are 
demanding more customized products, the life cycle of many products has shrunk 
over time, dispersion of production factors over many continents, du to all these 
factors, companies started to depend on sophisticated networks of suppliers to 
meet the new requirements of the  markets. Therefore the need for efficient and 
reliable logistics to support the flow of materials to global markets has been 
mounting.  
 There are many factors that have increased the importance of logistics in business 
,mainly, the developments of transportation, ICT , and the containerized shipments 
, in addition to governments incentives like the deregulation of transportation in the 
United States and Europe (Arvis et al., 2012). 
“A competitive network of global logistics is the backbone of international trade” 
(The World Bank, 2010). Therefore, governments have a crucial role in increasing 
the efficiency of logistics, through introducing policies and regulations, and offering 
incentives for investments in logistics-related infrastructure, to ensure their 
countries integration in the global economy. Also, many researchers emphasize that 
” a trade supply chain is only as strong as its weakest link” (Arvis et al., 2012, p.5). 
Accordingly, the efforts and resources of logistics development should be directed 
to improve the least developed areas rather than dispersing them in many 
directions.  
Another motive for countries to develop their logistics is the assumption that good 
management of logistics and supply chain could be a source of competitive 
advantage for national economies. Furthermore, countries can derive many benefits 
from improving their logistics such as economic growth and development, economy 
expansion, diversification of exports, and  attract foreign investments. 
The world bank conducts a survey each two years about logistics in 155 countries. 
It investigates the perception of global operators about logistics in the countries 
where they operate or trade with to determine the performance of logistics there. 
Based on this survey the organization produces a ranking which locate each country 
on a scale from one to five, where one indicates to the worst performance and five 
indicates to the best.  
The ranking is called the Logistics Performance Index (LPI), and it has been 
produced every two years since 2007. It enables all logistics stakeholders to have 
an overview about challenges that face a certain country in term of logistics. In 
addition, it might help to determine the ability of an economy to participate in the 
international trade by accessing global freight and logistics networks. Indeed, LPI 
has been designed to help governments identify areas in logistics which need to be 
 improved by benchmarking against other countries to reveal all gaps that hinder 
trade facilitation (Arvis et al., 2012).  
The survey and the LPI  are used in this paper because they comprehensively 
assess all major areas of logistics . Also, because they are widely used by countries 
to benchmark, and by firms to help them locate their facilities and activities. 
Therfore, they will be used to discuss the logistic scene of the globe with focus on 
the top performing countries in term of each component of the index and compare 
it with the performance of its counterpart in the United Arab Emirates. All provided 
data will be based on the recent report of the World Bank “connecting to compete 
2012” unless other sources are mentioned. 
The Logistics Performance Index subareas are: 
 Customs: Efficiency of the customs clearance process. 
 Infrastructure: Quality of trade and transport-related infrastructure. 
 International Shipments: Ease of arranging competitively priced shipments. 
 Logistics Competence: Competence and quality of logistics services. 
 Tracking & Tracing: Ability to track and trace consignments. 
 Timeliness: Frequency with which shipments reach consignee within the  
scheduled or expected time. 
Although some emerging economies have been doing well for trade facilitation, the 
gap between developing countries and developed ones remain obvious in term of 
logistics since the world bank started to produce the LPI.  
It can be seen from the index (Appendix) that most of the best performing 
countries are developed and most of the lowest performing countries are from the 
least developed countries which usually have bad situations, such as conflicts, small 
size , remote geographic location. It is obvious, thus, that there is a relationship 
between the extent of a country’s development and stability and its logistics 
performance. 
Singapore has maintained its excellent logistic performance in the all six subareas, 
it is ranked as the top performer for the overall index, the best for customs and 
 timeliness, the second  for international shipments and infrastructure, the 6th for 
tracking and tracing and logistics competence.  
It has been an attractive location for MNCs to establish regional and global 
management and distribution centers, in a way that made it a logistics hub. This 
attractiveness can be associated to the ease of doing business in this country and 
the world class infrastructure, as well as the strategic location with excellent 
connectivity and the proximity to the dense markets of Asia. 
Another excellent performer in Asia is Hong Kong, which has made some notable 
improvements since 2010; its rank has jumped from 13th in 2010 to the second best 
performer in 2012 backed by the commitments of its authorities to concentrate 
their efforts on logistics development, as it is considered one of the main 
competitive advantages of the territory. For example, they maintain close 
connections with China (the Mainland), improve infrastructure continuously, 
improve the workforce.    
Now the logistics performance will be discussed by each component of the LPI. 
 
 
 
 
 
 
 
 
 
 
 2.3.1.Customs 
Border management authorities are responsible for monitoring and controlling the 
flow of materials and travelers in line with laws and regulations. They include many 
public and private agencies such as customs, quality inspection, sanitary and 
phytosanitary agencies, each of which is responsible for a certain function such as 
tax collection and security enforcement. 
Singapore is the best performer in the world regarding the efficiency of customs 
and other border management authorities, which seek to facilitate legal trade while 
preventing illicit one. 
It is ranked by the world bank as the best country in the world for doing business 
based on its average performance in many areas. One of these areas is  trading 
across borders in which Singapore is considered the best. For instance, export and 
import require only 5 and 4 days ,respectively, and less than $500 per container , 
while the average time needed for both export and import in OECD countries is 10 
days with more than double the costs in Singapore (International Bank for 
Reconstruction and Development / The World Bank, 2013). 
Technology and its creative use have given Singapore economy the competitive 
edge .in 1989 Singapore was the first country in the world to apply the national 
trade single window, so companies submit only their trade permits to the TradeNet 
system to be processed by multiple agencies. Furthermore, in 2007 Singapore 
Customs set up a secure IT platform to enable companies to share and re-use 
information with their partners, which increase the efficiency of all transactions 
between companies, and between companies and the customs. 
  
The time taken for trade transactions from the origin to the destination is very 
important to determine the efficiency of supply chains. The report shows that the 
median import lead time in low performing countries is 3.5 times longer than its 
equivalent  in high performing countries in ports and airports supply chains and 
almost three times in land supply chains. This might be a result of geographic 
difficulties and the inefficiency of the domestic transportation systems and border 
 management authorities. For example, physical inspection of imported products 
cause delays, increase costs, and decrease the responsiveness of companies to 
changes in demand. What is more, some consignments might be subject to many 
physical inspections by  different agencies in the same country.  
Many countries have started to apply reforms to their border management systems 
to reduce red tape impact on trade through simplifying the procedures needed and 
reducing the number of agencies involved in border clearance. For example, The 
Philippines customs implemented a single window system ,which enables companies 
to quickly acquire imports and exports permits and other required documents , by 
automating the majority of 33 border agencies’ procedures  and integrate them in a 
single window system. Such incentives could significantly increase the efficiency of 
country procedures. For instance, the rank of Benin rose from 89 in 2007 to 67 in 
2012 when the government applied the single window system in its in the country’s 
main port. 
The world custom organization states that applying “Coordinated border 
management” could bring many benefits to these agencies and boost the overall 
performance of border management authorities. It increases the efficiency of 
delivering services as it harmonizes the work among agencies and eliminate 
repeated operations. Also, it allows better resources allocation and utilization 
caused by economies of scale and sharing these resources. consequently, costs of 
transportation and warehousing decrease as goods spend less time at borders. 
Benefits, thus, are directly passed to traders. The organization also suggests that 
private sector should be involved in any such efforts. 
Governments are increasingly facing challenges in applying tight security measures 
against emerging risks ,especially terrorism, while facilitating the inflow and 
outflow of goods and travelers. Sharing information between the different agencies 
can result in better risk management.    
The Customs authority in Singapore works closely with the business community 
there to help companies meet its requirements and understand free trade 
agreements and other regulations. Both parties, thus, enjoy the benefits of this 
 close coordination. Moreover, the authority collaborate actively with customs 
authorities in other countries to boost the efforts of regional integration. The ASEAN 
Customs Transit System and ASEAN Self-Certification of Origin initiatives in ASEAN 
are two examples of the regional collaboration (Singapore customs 
newsletter,2012) 
 
 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 2.3.2. Infrastructure 
Infrastructure development has been considered as the main driver of logistics 
progress in the world, fueled by the success of low and middle income countries to 
improve their infrastructure between 2007 and 2012.However, these nations failed 
to close the gap with the developed countries. These countries  can increase the 
accessibility to and from their markets by investing in infrastructure, reforming 
regulations, decrease barriers that increase operating costs. 
Excellent infrastructure is required to ensure economic activities can be performed  
efficiently, and to enable high connectivity and integration with regional and global 
markets. Also, it contributes in improving living standards .Infrastructure can be 
transport-related such as roads, rails, ports and airports, also it includes 
information and communication technology.  
Around 90% of respondents to the world bank’ logistic survey expressed their 
dissatisfaction with railroad infrastructure in developing countries, while they are 
mostly satisfied with ICT infrastructure, on the other hand, Road infrastructure does 
not satisfy operators in the Middle East, South Asia and North Africa. 
In addition, participants showed dissatisfaction with ports performance in all 
countries but the best performing. Most of these ports could not expand their 
infrastructure to be able to deal with the growth of trade  despite of the current 
investments ,in addition many ports do not have efficient operations management 
which could lead to “artificial congestions”. The world bank suggests that these 
ports should improve their management then invest in infrastructure that increase 
their capacity. 
Emerging countries needs to further invest in infrastructure in order to maintain 
growth rate responding to growing volume of trade, because well established 
infrastructure support economic growth and increase the efficiency of supply chains 
which could attract foreign investments and ensure the availability of reasonably 
prices goods for the domestic markets in these countries.  
 An aspect that could explain the superiority of the Chinese growth rate over the 
Indian one is the development of infrastructure needed for expanding trade volume 
, the flexibility of the Chinese governments compared to its bureaucratic Indian  
counterpart, give it the ability to quickly respond to demand for infrastructure, in 
contras the problem of not having enough and efficient infrastructure in India is 
associated to the  slow decision making there.   
Moving to developed countries, Germany have the best logistics-related 
infrastructure in the world, it occupies the top of the index in 2012 followed by 
Singapore. It is an important commercial hub, it has excellent infrastructure, 
superior knowledge base, and strategic geographic location in the heart of Europe. 
The importance of this locations has increased since the expansion of the European 
union when some Eastern European countries  joined it (Germany Trade and 
Invest, 2010). It has massive infrastructure include roads, rail links, water links,  
ports and airports , which provide fast access to neighboring countries and beyond.  
The availability of these infrastructure has been very crucial to Germany, as it  is 
the second largest exporter in the world and need to be well connected with Europe 
, which is the largest commercial partner, and the rest of the world, so it might be 
concluded that having a significant contribution in the international trade and the 
proximity of the country to markets with huge demand could motivate it to develop 
its infrastructure to keep pace with growing trade.   
 
 
 
 
 
 
 
 2.3.3. International Shipments  
Cost efficiency is a crucial factor of a successful supply chain, and the cost 
advantage has been increasingly derived from logistics services, including shipping. 
the ability to provide competitively priced shipments to most destinations around 
the globe is seen as an important part of the overall logistics performance of an 
economy. Therefore, companies would prefer to operate in a country that provide 
this criteria to be  able to pass on the cost savings to their customer ,as a 
competitive advantage. 
The LPI index shows that Hong Kong has passed Singapore, in 2012, as the best 
country in providing competitively priced shipments to international destinations. 
The strategic location of Hong Kong, which enables it to connect Asia with both the 
USA and Europe has contributed to make its sea port on of the most connected in 
the world. Moreover, its proximity to the Mainland (China), which is the largest 
exporter in the world, and the special arrangements that give its logistics 
companies priority access to the Chinese market, has attracted global firms who are 
looking to trade with China to start business in Hong Kong. This proximity to the 
Chinese market, in particular, the Pearl River Delta which attracts almost a third of 
foreign direct investments in China and manufactures about 30% of its exports, has 
also made Hong Kong logistics sector more agile and profitable (LAU, 2010). 
What is more, the availability of well trained workforce and professionals, in an 
increasingly sophisticated global market, as well as the confidence of international 
companies in the  transparent and robust legal system in Hong Kong, have 
attracted the major air and sea carriers. 
The efficient logistics facilities have contributed in making Hong Kong a major 
international hub hosting the busiest airport in the world in terms of cargo traffic, 
and one of the busiest ports in the world. However, the Hong Kong port is facing a 
competition from other provinces in China which offer lower rates and are seeking 
to expand their infrastructure , particularly Guangdong (Toh Han Shih, 2013).    
 Although this competition could affect the attractiveness of Hong Kong to 
international forwarders, it is expected that competitors will not be able to take the 
place of Hong Kong as a regional and global logistics hub, at least in the medium 
term. 
The strategic location, the competition with regional ports, the availability of major 
global carriers and the competition among them, and huge business activities in the 
region which create economies of scale, are all possible factors that make 
reasonably prices international shipments available in Hong Kong.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 2.3.4. Logistic Competence 
The logistics services competence of a firm is an essential element in its business 
operations, and it is an increasingly important competitive factor to increase market 
share and improve operational efficiency.  
The Logistics services involve but not limited to forwarding and storage of fright, 
postal services, importing and exporting trading, ship insurance, legal services.  
A recent report states that the reason behind the attractiveness of Finland to 
international companies is its competent logistics and the steady business 
environment (Ministry of Transport and Communications, 2012). 
The ranks of both Finland and Denmark has increased rapidly from 10th and 15th 
respectively, in 2010 to occupy the First and the Second rank, respectively in 2012. 
Apparently , the top 10 performing countries regarding the competence of logistics 
services are developed countries where top logistics providers operate and compete 
to offer excellent logistics services, backed by superior capabilities and regulations 
provided by these countries. 
    
 
 
 
 
 
 
 
 
 
 2.3.5.Trackability and Traceability 
Visibility is a very important aspect of global supply chains, since participants are 
dispersed over many countries and they all need to be informed about the flow of 
materials. Lack of visibility might cause delay, overproduction, stock out or many 
problems that could disrupt the supply chain or decrease its efficiency (Christopher 
and Lee 2004).  
Tracking of shipments is an important element of customer service in the logistics 
industry. Companies need to access delivery details and predict any delay or 
problem in order to respond as quick as possible to any change in the supply chain. 
Also, efficient flow of materials and information, especially for companies who use 
production strategies ,like JIT, requires tracking shipments and activities to ensure 
smooth flow of materials and timely delivery of information that enable taking well 
informed decisions (Kärkkäinen et al, 2004). 
Regarding traceability, it is “the ability to trace the history, application or location of 
an entity, by means of recorded identifications” (European Standard,1995). 
What is more, visibility in some supply chains might be a matter of life and death 
since. For example, cold chains such as pharmaceutical, and chilled or frozen food, 
need to maintain the integrity of materials from the raw material stage until it 
reach the consumer. Accordingly, companies must track and trace the materials in 
these chains to ensure the safety of their customers, otherwise, they might be 
prone to difficulties range from recalling some defected products ,which incur 
financial losses, to having serious consequences cause by death of a customer 
because of their products!. 
Therfore, tracking and tracing the flow of materials is of critical importance for all 
companies, so countries should provide the capabilities that enable these 
businesses to do so, should they wish to attract them.      
Although Finland is ranked as the best country in the ability of tracking and tracing, 
the variation among the best 10 performing countries, namely the Netherlands ,the 
UAS, Denmark, Hong Kong, Singapore , Germany, Belgium, Japan, and the UK, 
 very limited in this area. These countries are seen as the best in the world 
regarding high technologies, which might explain their superiority in this topic.   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 2.3.6.Timeliness 
Timeliness is an important component of logistics services and refers to the delivery 
of orders as scheduled. Mentzer, Flint and Hult (2001) state that an order should 
arrive in a good condition, of acceptable quality and accuracy to be recognized as 
on-time order, also timeliness is affected by the time needed to handle any issue, 
should the previous criteria not met. Also, it might refer to the lead time of an order 
(Hult, 1998). This concept helps to determine the reliability and predictability of 
supply chain, particularly logistics services.  
Delays might occur due to low quality of services offered and slow procedures of 
goods clearance. Others sources of delay are corruption, compulsory warehousing 
,maritime transshipment ,criminal activity, pre-shipment inspection (Arvis et 
al.,2012). They are widely reported in low performing countries , which decrease 
the ability of forwarders to accurately predict delivery time, therefore, the reliability 
of the overall supply chain, which is an essential part of efficient logistics , is 
negatively affected. As a result companies will have difficulties being agile and 
responsive to market changes.  
In this uncertain environment companies expenses increase as they depend on 
more costly strategies, such as holding high level of inventory or hiring very 
expensive couriers to guarantee on time delivery. 
Delays and dissatisfaction with border management procedure can be reduced or 
eliminated by deploying creative strategies that help traders reduce time needed to 
finish export/import transaction and reduce their costs. Integrating border 
management services and offering them through an integrated service provider is a 
widely used reform incentive in developing countries. For example, some countries 
like Indonesia has implemented a national single window system where traders can 
acquire all required trade permissions and other documents, reducing the number 
of interactions between traders and government agencies which ultimately reduce 
costs and time for both parties. 
Singapore has also made a significant progress  regarding timeliness from 14th to 
be the best performer in this area followed by Germany. The superior performance 
 of this country could be associated to the efficient infrastructure, world class 
logistics services, modern regulations, efficient clearance and the availability of 
competitively priced international shipments, in other words, the best timeliness 
performance is the outcome of the high performance in all other logistics areas.  
 
 
Although LPI is the most worldwide reliable index that measure logistic performance 
for 155 countries, and enable them to benchmark against each other , its validity 
still limited as the world bank’s report admit . For example, the low ranking of some 
countries might not be related to internal issues , but to other issues such as access 
difficulties caused by the geographic location of these countries whether landlocked 
or small island. Another issue that could affect the validity of LPI is the accuracy of 
the assessment of logistics operators who have participated in the survey. 
Nevertheless, LPI has been increasingly used by policymakers and others who are 
involved in the logistics industry. 
 
   
 
 
 
 
 
 
 
 
 2.4.Global Security concerns  
The need to manage the flow of materials and information between many suppliers 
and customers has made supply chains more complex, and increased average lead 
times. As a result, supply chain disruptions have been more frequent , and their 
negative impact has intensified. Companies might suffer disruptions in their supply 
chains because of internal factors, such as poor management and planning, or 
external factors ,like natural disasters. These factors highly affect global supply 
chains and create uncertain environment.   
Uncertainty  in the supply chain weaken the ability of all stakeholders to make well 
informed decisions regarding their operations. For example, the lack of information 
about projected demand  may lead to inaccurate forecast , therefore increase costs 
either by stocking out then loosing opportunities, or by holding excessive amount of 
inventory. 
A recent report from The World Trade Organization has listed the main risks that 
face supply chains. They include piracy, bankruptcy of one or major carriers, and 
cyberattacks (World Trade Organization, 2013). Geopolitical risks can also cause 
severe disruptions to the global supply chain (Correlje and Van der Linde ,2006). 
The world has come to a conclusion that ensuring smooth flow of goods whilst 
maintaining high security measures is crucial for the global supply chains. Barack 
Obama said “securing the global supply chain, while ensuring its smooth 
functioning, is essential to our national security and economic prosperity” (World 
Trade Organization, 2013, p:28). This shows how important supply chain security 
is. 
Three of the major risks will be discussed in this paper , namely, cyberattacks, 
geopolitical risks, and maritime piracy. 
 
 
 
 2.4.1.Cyberattacks 
Global supply chains have been highly dependent on high and sophisticated 
technologies and communication systems to facilitate their operations and increase 
their efficiency. Therefore, any break down of these systems could make the whole 
supply chain prone to serious disruptions. 
Although information sharing and data exchange among supply chain parties is 
vital, it expose it to the risk of hacking by external parties for many purposes.  
Hacktivists are increasingly targeting big corporations and governments by hacking 
their ICT systems to steal information, spy, copy designs, or retrieve information 
that can be used by competitors. In addition, cyberattacks might disrupt operations 
and stop services, or harm the creditability of the attacked companies (Waren and 
Hutchinson ,2000). 
Cyber attacks against logistics functions can cause significant damage not only 
virtually ,but also physically. For instance,  a cyber attack on ICT systems of an 
airport might lead to a catastrophe, if air traffic control was affected.  
Proactive actions must be taken to prevent  such attacks by securing connections 
among all stakeholders  to maintain a robust supply chain, in addition to applying 
strategies that keep potential losses as minimum as possible should these attacks 
occur. Furthermore, all supply chain parties who are involved in the flow of 
information must be aware of the importance of security to the success and stability 
of their operations and the overall supply chain functions, therefore , their staff 
must be trained to securely deal with ICT systems and obey to all security 
measures (ibid). 
Many countries have launched programs to protect ICT systems from cyber attacks. 
For example, leading U.S companies ,such as IBM and  Boeing, and the US 
Department of Defense are developing “an internationally accepted framework” to 
ensure the security of supply chains against cyber attacks is maintained (PwC, 
2011). 
 
 2.4.2.Maritime Piracy 
The world depend on international shipping to transport around 90% of goods by 
volume, including oil, gas, food and other essential commodities (Romero and 
Timmons, 2006). Transportation by water is also the main factor that make 
affordable goods available nearly everywhere in the globe due to its efficiency and 
low cost compared to other transportation modes. In addition, the need of 
companies to reach far markets and access low cost raw materials cannot be 
acquired without ocean shipping. Therfore, any interruption to the flow of cargo 
could have serious impact on the companies and countries involved in the supply 
chain. 
Maritime piracy has raised the concern over the security of the global supply chain 
and the consequences of disrupting the flow of goods through it. It could increase 
lead times and cause delays, or even cause causalities. Although maritime piracy  
might occur anywhere in water, there are hot zones where the majority of attacks 
take place , namely “the Gulf of Aden, near Somalia and the southern entrance to 
the Red Sea; the Gulf of Guinea, near Nigeria and the Niger River delta; the 
Malacca Strait between Indonesia and Malaysia; and off the Indian subcontinent, 
particularly between India and Sri Lanka” (Alessi and Hanson, 2012). 
In 2010, A report by the One Earth Future foundation estimated that maritime 
piracy is costing the international economy $7 to $12 billion per year (ibid).The 
report detailed the various types of piracy costs and categorized them into two 
types. The first type is direct costs, such as ransoms, Insurance, and the extra 
expenses of avoiding risky routes. The second type is indirect costs which affect the 
macroeconomic of countries neighboring piracy areas (One Earth Foundation, 2010) 
Gilbert Langat, the CEO of Kenya Shippers Council (KSC) estimated that cost of 
imported goods to Kenya might increase up to 10% because of the insurance 
premium imposed by shipping lines on imports to Mombasa port as a response to 
piracy in the Gulf of Aden (Odhiambo and Turana,2010). This might leave 
thousands of people unable to afford food prices. Hence, indirect costs of piracy 
 cannot be ignored and should be taken into consideration when assessing the 
implications of this problem. 
Sullivan (2010) suggests that  the international community should cooperate and 
work altogether to secure the global supply chain against maritime piracy. He also 
warns that leaving this problem without a solution could deter globalization and 
diminish the gains it brings. 
It is also worth pointing out that poor security practices of vessels operators and 
some outdated onboard devices, could leave them prone to pirates attacks ,the 
Automatic Identification System (AIS) receiver is an example of these obsolete 
devices. This gadget is widely used in vessels to communicate with maritime 
authorities and collect information from GPS, it also broadcasts sensitive 
information about the ship and share it with the authorities for safety purposes, 
such as avoiding collision (Honorof, 2013). 
 
Although communication with the competent authorities is crucial to ensure the 
safety of vessels, using such insecure devices might entitle reverse results and 
jeopardize the security of ships where these devices are used, because they can be 
easily hacked as they were not designed from a security perspective. Pirates can 
hack the transmission of any vessel that use outdated AIC receiver and track its 
route attempting to hijack it, this leave a significant security gap that need to be 
handled.       
 
 
 
     
 
  
 
 2.4.3.Geopolitical Risks 
As the world is becoming more interconnected, geopolitical challenges in one 
country might affect the overall global supply chains of many important 
commodities and products. 
Energy supply, particularly crude Oil is one of the most affected supply chains by 
geopolitical factors. Any event that might threat to reduce supply of this commodity 
would have serious consequences on global markets, especially for economies 
which depend on oil imports. Economic growth of these countries could slow down, 
prices might increase in domestic markets which increases inflation rate. 
Currently the main geopolitical risks that threat the supply of crude oil is the 
tension between Iran – the West and Israel, fear of closing the Suez canal, 
disruption of production on Libya, Nigeria and Iraq due to political conflicts and 
terrorist attack.   
However, oil is not the only thing that is affected by geopolitical events. The World 
Economic Forum claims that  the bad Chinese – Japanese relations is one of the key 
geopolitical risks that are facing the world (World Economic Forum, 2013). This risk 
might have negative results on the global supply chain. For example, China is 
believed to use its exports of rare earth materials  as a “diplomatic card” against 
Japan in bilateral disputes. These scarce materials are used in producing some 
high-tech products such as smart phones and hybrid cars, and 95% of their 
production is concentrated in China (The Japan Times, 2012).Therfore any inflow 
shortage of these materials to Japan, could disrupt its exports of high tech 
products, taking into consideration that this country is the fourth largest exporter of 
these goods and any interruption or delay of its exports will inevitably affect the 
global supply chain. 
Companies should recruit dedicated experts to analyse geopolitical situation in 
countries where they are operating or seek to invest. 
   
 
  3.Discussion  
 
3.1.International Trade in the UAE  
 3.1.1.Overview  
The United Arab Emirates (UAE) is a constitutional federation which was established 
in 2 December 1971.It consists of seven emirates, namely Dubai, Sharjah, Ras al-
Khaima, Ajman, Fujairah, Umm al-Quwain, and Abu Dhabi, which is  the capital. 
The UAE is located in Southwest Asia on the Persian Gulf, a region which exports 
about 28% of the world’s crude oil and holds 55% of its reserves ,in addition to 
holding 41% of the world’s gas reserves (Al Sadik , 2001;Marcon International.Inc, 
2006) .In 2010,The population of the country was over 8.2 million, more than 88% 
of them were expatriates, who dominate the labor market (UAE National Bureau of 
Statistics, 2010). Its currency is the Emirati Dirham, each US $1 equals AED 3.67. 
The economic development and growth in the UAE have started as early as the first 
half of the 1970s fuelled by the increasing production and exports of oil, coinciding 
with 1973-1974 oil crisis ,which quadrupled the price of petroleum (Shihab, 2001). 
The huge oil revenues has enabled the country to transform its underdeveloped 
economy ,which depended basically on pearling and fishing, to the stage of high 
mass consumption without the need to go through the stages that  most developed 
nations have gone through , by investing these revenues in massive social and 
economic infrastructure. Consequently, the UAE has achieved a significant degree 
of economic development within the first decade of its establishment (ibid; Rostow, 
1959). 
Although the UAE is recognized by the World Trade organization as a developing 
country ,The World Bank classifies it as a high income country, and its GDP per 
capita is ranked by the International Monetary Fund as the 7th highest in the world 
backed by its large hydrocarbon wealth. Also, it is the third largest economy in the 
Middle East after Saudi Arabia and Iran (WTO,2012; IMF, 2013). 
 The global financial crisis brought an end to a period of rapid growth. The economy  
contracted in 2009, and grew by just 1.4% in 2010. However, it grew by 4.4% last 
year and exceeded Dh1.02 trillion for the first time since the establishment of the 
state, driven by the increase of hydrocarbon output as well as good performance of 
non-hydrocarbon sectors activities, such as transportation, logistics tourism and 
trade, particularly in Dubai , which has been diversifying its economy to transform 
itself into a regional hub for such business activities (UAE interact, 2013).  
The contribution of services sector in the overall GDP was 44% in 2011, while the 
share of oil and gas sector in the GDP was just over 31%. Nonetheless, the 
investments in none-oil sector have been motivated by higher oil prices, especially 
in Abu Dhabi , which produces 95% of the UAE crude oil ( The Ministry of Economy, 
2012a; Word Nuclear Association,2013). 
The Government of Abu Dhabi, which dominates the economy of the UAE, seeks to 
enhance its own economy by diversifying it and reduce the dependency on 
hydrocarbon resources, as well as attract foreign investments to support the 
integration of the emirate into the global economy. This goal is part of a broader 
long term strategic economic development program which aims to create a 
sustainable, knowledge-based, and globally integrated economy by 2030 (The 
Government of Abu Dhabi, 2008). 
 
  
 
 
 
 
 
 
 3.1.2 Foreign Trade  
Foreign trade has played a significant role in situating the UAE as a regional and 
international  hub for business activities, as well as integrating it in the global 
economy. It is one of the main strategic priorities for the government, to reinforce 
the position of the state regionally and globally through building a competitive and 
diversify economy which is able to meet the domestic demand and improve the 
exports. This strategy has depended mainly on the policies of openness, 
diversification, fair competition, and free trade. Furthermore, the extensive and 
developed infrastructure , low tariffs, zero tax on income and profit, and the 
comprehensive free economic zones have all contributed to flourish the foreign 
trade in the UAE (The Ministry of Economy, 2012b). 
 
These characteristics of the economy facilitated the access of the country into the 
World Trade Organization in 1996. Since then, the country has gained many 
benefits, such as the gradual reduction of customs duties applied on its exports to 
regional and global markets. In addition, the UAE’s international commitments have 
motivated it to apply extensive reforms on its national laws and regulations which 
covered many areas including intellectual property, trade in services and trade 
defense laws, as well as the application of international standards and 
specifications, which had a major role in the diversification and development of the 
national exports (UAE Mission in Geneva, 2013). 
 
The UAE is also a member of the Gulf Cooperation Council (GCC) ,which includes 
Saudi Arabia, Qatar, Kuwait, Oman and Bahrain, an association which promotes 
political and economical cooperation between its members to reach complete 
integration. The main objectives of the council regarding trade among its members 
and external trade are:  
 Negotiate and conclude agreements collectively with other nations. 
 Common customs regulations and procedures. 
 National treatment for goods produced in any member state. 
 Unify import and export rules and procedures. 
(The GCC, 2001). 
  
The UAE always seeks to expand mutually beneficial collaboration with Arab 
countries through the Greater Arab Free Trade Area Agreement and other bilateral 
free trade agreements within the framework of GCC agreements. For instance, the 
UAE has already signed a number of free trade pacts with Syria, Lebanon, Iraq, 
Morocco and Jordan. 
 
The UAE has also entered into several trade, economic, investment and technical 
agreements with 12 countries in Asia, 8 countries in Africa and Europe and two in 
South America and Australia. One of the key aspects of these agreements is the 
trade libration where barriers lowered or even eliminated on the bilateral trade of 
goods and services between the UAE and these countries. 
Moreover, the UAE is currently holding agreement talks to establish free trade 
zones with the European Union, China, Japan, India, Pakistan, Turkey, Australia, 
New Zealand, Korea and the Group of Mercosur . It has also concluded the 
negotiations and the signing of free trade agreements with Singapore, European 
Free Trade Association (EFTA), Switzerland, Norway, Iceland, Liechtenstein and 
New Zealand (The Government of Abu Dhabi, 2013). 
All these economic agreements and associations that the UAE has taken part in, 
have facilitated its foreign trade and contributed in its effective integration in the 
global economy. Also, they have played an important role in promoting the country 
as a gateway to the region, and a global hub for international companies. Thus, 
since 2000, the trade-to-GDP ratio, which indicates to the importance of 
international trade in an economy, has grown steadily in the UAE from 81.3% until 
it reached 136% in 2011 (The World Bank, 2013a). 
 
During 2005-20010, the UAE has witnessed a remarkable surge of foreign trade 
from AED 704.3 billion in 2005 to AED 1.471 trillion in 2010, an annual growth rate 
of 14.3% ,fuelled by the increase of commodity exports to about AED 779.6 billion 
in 2010 compared to 430.7 billion in 2005 ,an annual growth rate of 12.6%, due to 
 rising oil prices and increased exports from the free zones. In addition, the value of 
commodity imports (FOB) increased during the same period to about AED 592.8 
billion, compared to AED 273.6 billion, an annual growth rate of 16.7%, driven by 
the booming of the economic activity during that period. The surplus of the UAE 
balance of trade in 2010 was AED 186.8 billion compared to AED 157.1 in 2005 , an 
annual growth rate of 3.3%, yet the surplus decreased in 2009 compared to 2008, 
when both commodity exports and imports declined due to the global economic 
crisis. The surplus also declined in 2007 compared to 2006 because the commodity 
imports grown more than exports did(Central Bank of the United Arab Emirates 
,2011; The Ministry of Economy, 2012b). 
In 2011, The foreign trade value rose to AED 1878 billion compared to AED 1471 
billion in 2010, a notable growth rate of about 27.6%, this growth came as a result 
of the rise in export earnings following the increase in oil prices, coinciding with 
value escalation of the imported goods and services due to  the growing pace of the 
activities of the national economy and the high prices of commodities and food in 
the world. 
 
The total value of the service and commodity exports (FOB) rose by 31.9% to reach 
around AED 1034.3 billion in 2011 compared to AED 784.2 billion in 2010. Oil 
contributed to about 49.5% of the total exports, the free zones exports were about 
12.1% and re-export represented 22.8%. Also, the imports grew by around 22.8% 
in the same year. The imports to the free zones contributed by nearly 20% of the 
total imports (The Ministry of Economy, 2012b). 
 
 
  
 
 
 
 
Figure 1 - Total Foreign Trade 2010-11 
 In 2011, more than 70% of the UAE’s non-oil trade were conducted with European 
and Asian countries , excluding Arab countries, 20.12% and 50.46% respectively. 
Just under a third of the state’s non-oil exports were to India, while Indian goods 
constituted 17.44% of the total imports. This strong trade relationships between 
the two countries might be attributed to the close geographic location and the large 
number of Indian expatriates in the UAE, where they constitutes 30% of the total 
population (Appendix 1; Embassy of India in Abu Dhabi, 2013). Also, the statistics 
show that 40% of  non-oil foreign trade were with just four countries, India, China, 
the USA, and Iran. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 3.1.3.Foreign Direct Investments 
In its way to achieve a sustainable, diversified and knowledge based economy, the 
UAE has focused on attracting foreign direct investments to create jobs, transfer 
high technologies, productivity spillover to domestic market, and support national 
exports. The economic and political stability of the country in a region full of 
conflicts and uncertainty has made it a safe haven for foreign companies who wish 
to set or control their activities in the middle east and beyond.  
Inward foreign direct investment flows to the UAE rose from US $1.2 billion in 
2001, 1.1% of GDP, to a peak of US $14.2 billion ,5.5% of GDP, in 2007, followed 
by a minor decrease to US $13.7 billion ,4.4% of GDP, in 2008. However, a year 
later IFDI declined sharply  
to US $4 billion, 1.5% of GDP, affected by the global financial crisis and the real 
estate bubble, so the financial and real estate sectors were affected the most. 
During the last three years, IFDI flow has recovered steadily and reached US $9.6 
billion in 2012, so it remained below the peak of 2007 (UNCTAD,2013; The World 
Bank, 2013b, Gulf News, 2013a). 
 
The recent report of UNCTAD about foreign direct investments, ranked the UAE  
19th in the inward FDI potential index, which consists of for economic 
determinants, namely the market attractiveness,  the availability of low-cost labor 
and skills, the presence of natural resources and the presence of FDI-enabling 
infrastructure (UNCTAD,2012). 
 
These statistics reveal the strong commitment of the state to maintain its position 
as an attractive destination for FDI, supported by well-developed infrastructure, 
strategic location and a tax-free base. On the other hand, the vulnerability of the 
UAE economy to global economic shocks is apparent, which might be associated to 
the openness of the economy and its high degree of integration in the global 
economy. 
 
 Free Trade Zones have helped many countries boosting their export-led 
industrialization and promote economic development by attracting investment and 
generating employment foreign exchange earnings. Jebl Ali is the first Free Zone in 
the UAE, it has established in 1984 and offered a trade hub between East and West. 
Today, it is one of the largest and fastest growing zones in the world, with over 
6400 companies operate there, 120 of them are form the fortune global 500 (UAE 
Free Zones, 2013) 
 
Currently,  the UAE has 37 free economic zones, which are distributed on the seven 
emirates providing top class facilities and infrastructure for doing business and 
most importantly are industry specific in nature, also, they offer tax and import 
duty exemptions to investors as well as a one-stop-shop of support services These 
incentives may help attracting foreign investors as they can enjoy 100% ownership 
in these zones. On the other hand, any foreign company in these free zones want 
to conduct any business activities outside the zones boundaries, they must enter 
into an agreement with a local agent or distributor ,or establish a formal presence, 
such as a branch office. 
 
The rank of the UAE in the Doing Business index, which ranks 185 countries based 
on their business regulations performance , has jumped from 29th in 2012 to 26th 
this year. Although this index is not directly designed to assess the investment 
climate in a certain country, it does reflect the ability of an economy to provide an 
attractive regulatory environment for foreign investors. The index is based on a 
survey that assess the performance of the regulations in 10 different areas. The 
table below clearly shows that the UAE is performing quit well and improving 
steadily in most areas, however, it shed light on three challenging 
 topics that might hinder foreign investment flow to this country, namely protecting 
investors, enforcing contracts and resolving insolvency. For example, during the 
financial crisis in 2008 many projects have been canceled by the Real Estate 
Regularity Authority in Dubai. This has created many disputes, many of these them 
have been left unsolved yet. Nevertheless, a law that protect the rights of property 
investors and promote transparency and confidence is ready and expected to be 
released soon in Dubai (The National, 2013). 
  
 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 2- Ranking of the UAE in the "Ease of Doing Business" by each topic 2012 vs. 2013 
 3.1.4.Trade and Investment barriers 
 The UAE has one of the lowest tariffs rates in the world which is based on the GCC 
common external tariffs, the average rate is 5% with 0% for most favored nation, 
except for alcohol and tobacco. However, the government maintains non-tariff 
barriers to trade and investment in the form of restrictive agency, sponsorship, 
distributorship requirements and restrictive shelf-life requirements for food 
products.  
Foreign companies who wish to conduct activities in the UAE outside its free zones 
must have a UAE national sponsor, agent, or distributor, who cannot be easily 
replaced without mutual agreement. Companies must be registered in order to be 
invited to receive government tender documents, and government tendering is not 
conducted according to generally accepted international standards. Re-tendering is 
frequently done, often as many as three or four times.  
 
The UAE is not a signatory to the WTO Agreement on Government Procurement, so 
to bid on state projects, a supplier or contractor must either be a UAE national or a 
company in which UAE nationals own at least 51% of the share capital. These 
tenders must be accompanied by a bid bond in the form of an unconditional bank 
guarantee for five percent of the value of the bid, except for defense contracts, 
giving national companies a competitive advantage. 
 
Other requirements ,which are not considered as major trade barriers, are 
regulations concerning foodstuff. For instance, the GCC-mandated shelf life 
requirements for processed products stating that both the production and expiration 
dates must be written on the original manufacturer applied label, and all imported 
food products must have 50% or more of their shelf life remaining at the time of 
import in order to be cleared. 
 
The UAE also applies some restrictions on the import of tobacco, firearms, alcohol, 
and pork products For religious reasons and security concerns. In addition, all 
 Items that are offensive to Muslim culture, an those which are produced in Israel. 
However, these restriction have little effect on foreign trade in the UAE. 
 
Another regulation that favor national companies over foreign ones, which 
considered as barrier to trade between the emirates of the state, is the law that 
says companies cannot sponsor an expatriate in an emirate and employ it in 
another one, In other words, the activities of an employer must be restricted to the 
emirate where he/she was sponsored. National firms or those which are owned by 
citizens are exempt from this regulation. 
 
 
  
 
 
 
 
 
 
 
 
 
 
 
 
 3.3.Logistics in the UAE 
 
The position of the UAE in the middle of three continents, namely Asia, Africa and 
Europe, gives this country a competitive advantage to be a business hub between 
the markets of these continents. However, this role cannot be undertaken without 
the availability of superior logistics services that can support global scale business 
activities. The government of the UAE, thus, considers the development of logistics 
sector as one of its main priorities. It seek to increase the efforts of diversification 
of the economy and invest heavily in huge infrastructure projects, such as Dubai 
World Central and the port of Khalifa in Abu Dhabi.  
The United Arab Emirates is ranked amongst the world's top 20 best performers in 
term of logistics, and the best in the Middle East, backed by the huge investments 
in infrastructure and other commitments of the government that aim to support this 
sector. A report by Frost & Sullivan expects that the logistics services sector in the 
UAE will maintain its growth rate at 8%, and will reach US $10.6 million by 2015 
(Al Wasat, 2012). 
In 2012, the UAE has climbed to 17th globally in terms of logistics, from 24th in 
2010. Its ranks in the components of LPI are highly consistent ranging from the 
13th in Timeliness, to 18th in Tracking and Tracing (Appendix 1). 
The state of logistics in the UAE will be assessed in this section by each LPI topic, 
compared to the best performers. 
 
 
 
 
 
 
 3.3.1.Customs 
The UAE is also ranked 17th in terms of the customs efficiency, which mean it is 
better than many developed countries such as Canada and Australia. 
The outcome of this efficiency is clear in the report of doing business 2012 which 
ranks the UAE as the 5th best country in the world in term of trading across borders, 
exceeding all OECD countries except Denmark (Doing Business, 2013) 
The number of documents needed to export and import is 4 and 5, respectively, 
compared to the same number required for export in Singapore, but one more for 
imports. However, for this number of documents , only one document is required 
by customs (ibid). 
Moreover, the bilateral customs agreements between the UAE and many countries 
around the world has played a role in increasing the efficiency of its border 
management. The exchange of information about consignments, share experiences 
and customs policies ,and training in the field of customs procedures, inspection 
and sampling, are usually part of any customs agreement. For instance, The State 
is part of the GCC customs union which aims to eliminate all barriers in order to 
facilitate trade between the GCC countries, The year followed the start of the union, 
bilateral trade flow between the GCC states grew 20% to reach US $27 million, 
compared to annual growth of 6% before the agreement. 
Although, each emirate in the UAE has its own customs department, The Federal 
Customs Authority established in 2003 to set the general policy of customs affairs 
in the State in cooperation with customs administration, and monitor its 
implementation (UAE Federal Customs Authority,2010). 
 
 
 
 
 3.3.2.Infrastructure  
Again, the UAE is ranked the 17th in terms of the availability of good infrastructure. 
Infrastructure development in the UAE has been fuelled by the booming economy of 
the State, and depended mainly on the public-private partnership. This 
development covers many areas, Housing, tourist, industrial and commercial 
facilities, education and healthcare amenities, transportation, ICT, ports and 
airports. 
It has 37 economic zone, such as Jebel Ali in Dubai which is the largest container 
port between Rotterdam port and the port of Singapore. It is ranked as the 10th 
busiest harbor in the world. 
As the UAE has the world's fastest-growing intercontinental airline, namely Emirates 
Airlines and Etihad Airlines, it needs to have superior airports to support the 
activities of such giant companies. For example, The continues development of 
Dubai Airport has contributed to make it the second busiest airports in the world, in 
term of passengers, and the 8th in term of air cargo (MCcurry, 2011,Dubai Airports, 
2013). 
Also, Dubai is constructing a huge logistics zone , Dubai World Central, which will 
be one of the largest in the world , consisting of one of the largest harbors in the 
world, a freight airport, and a large free trade zone. 
As mentioned before foreign companies cannot invest directly in the Emirati 
economy, they must establish subsidiaries with local partners to be able to operate 
there. However, Dubai World Central will permit these companies to have their 
business without the need for a local partner. 
It is worth mentioning that there is no role for railroads in international trade in the 
UAE , which is seen as very weak point in the country. 
 
 
 3.3.3.Internatinal Shipments  
The UAE is ranked the 15th in terms of the availability of reasonably prices 
international shipments. 
According to the World Bank, the costs to export one container from the UAE is US 
$630, only 58% of the cost of export in the MENA region, 60% of the costs in OECD 
countries, and US $55 more than the best performer in this topic , which is Hong 
Kong.    
 
3.3.4.Logistics Competence    
The UAE is ranked the 17th in terms of logistics competence, better than 
Switzerland.  
There are more than 400 logistics provider operate in the UAE , although most of 
them operate on small scale , the number of larger provider who offer integrated 
services is increasing, such as DHL, Kühne & Nagel, Schenker and Smart Logistics. 
Furthermore, as mentioned before ,Dubai World Central, with a capacity of 12 
million tonnes of cargo and 160 million passengers, will offer huge opportunities for 
global logistics players. 
 
 
3.3.5.Tracking and Tracing  
The UAE is ranked the 18th in terms of the ability to track and trace consignments. 
This high rank might be associated with the adoption of high tech solutions in all 
governmental departments, especially border management authorities. 
However, it is believed that the UAE lacks innovation and creativity and most of the 
applied are copied from other countries .Although it is important to benchmark 
against other countries, the lack of innovation will hinder the UAE from developing 
new technologies that enable the State to improve further.    
 3.3.6.Timeliness    
The UAE is ranked the 13th in terms of the frequency shipments arrive on time, this 
high rank is the outcome of the good performance in the previous topics. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 3.3.Security Concerns in the UAE 
 3.3.1.Cyberattacks 
ICT development and deployment in the UAE, which have been undertaken by both 
the government and the private sector, have brought enormous benefits to the 
Emirati economy and help companies manage their supply chains efficiently, yet 
this reliance on technology has created many security gaps in the cyberspace, 
through which hacktivists can sneak into the IT systems of companies and disrupt 
their supply chains, or at least cause some types of damage to their activities. 
Consequently, the government have launched many programs and initiatives to 
protect the cyberspace in the state and encourage all stakeholders to take 
preventive actions against cyberattacks.       
One of these initiatives is the establishment of  The United Arab Emirates Computer 
Emergency Response Team (aeCERT) by the Telecommunications Regulatory 
Authority to “facilitate the detection, prevention and response of cyber security 
incidents on the Internet”, and to raise awareness among public about the 
importance of cyber security (aeCERT, 2013). 
In July 19th, Egyptian hacktivists were accused of attacking many governmental 
websites in the UAE due to its support to the military coup in Egypt. Nevertheless, 
aeCERT dealt with the attack and fixed the aftermath problems with “minimum 
damage”  (aeCERT, 2013). 
Moreover, in its efforts to spread cyber security awareness, aeCERT has contributed 
with other governmental bodies to teach students how to deal with IT security 
through inserting it as a core subject in the UAE curriculum in order to raise a cyber 
security conscious generation who would be able to face potential threats in the 
cyberspace.   
Also, last year the government of Dubai launched an integrated information security 
strategy aims to create a safe and reliable environment to store and preserve 
government information through adoption of information security best practices, as 
 well as information and expertise exchange between the government departments 
and the private sector (Gulf News, 2012). 
Nevertheless, these initiatives might not be enough and sufficient to stop 
cyberattacks, as more sophisticated techniques are being used, which make such 
attacks very difficult to be defended or prevented. Furthermore, it is believed that 
the majority of companies operating in the UAE ,and their employees, are not 
aware of the severe consequences that might occur should their ICT systems are 
attacked. Also, some ‘bad’ practices increase the vulnerability of these businesses, 
and position them as attractive targets to hackers. For example, a research 
indicates that 62% of companies in the Middle East, including the UAE, allow their 
employees to connect their personal devices to the corporate networks, such 
practice would make the IT systems of these firms prone to malwares or other 
dangerous threats caused by viruses transferring from personal devices of the staff 
to the networks of the companies. 
In addition, an expert warned that hydrocarbon production companies in the UAE 
are under threat of cyberattacks due to their dependence on outdated IT systems 
that were built over a decade ago and were not designed to deal with current 
security threats (Simpson, 2013). This raise huge questions over the ability of such 
giant companies to cope with cyber threats that cannot be neglected, especially 
after the last year cyberattack on Aramco, the company that supply 10% of the 
world’s oil, which destroyed 30,000 computers connected to its network and 
threatened to stop the production of oil and gas in Saudi Arabia. Unsurprisingly, the 
motive behind the attack on Aramco was also political, and directed against the 
Saudi regime due to its role in Bahrain and Syria crisis (Reuters, 2012). 
These threats and security gaps might create many obstacles and decrease the 
ability of companies operating in the UAE to maintain a secure supply chain, which 
might have the domino effect on all participating stakeholder caused by disrupting a 
single member of the supply network. Also, cyberattacks would have implications 
on the national economy and harm the reputation of the country as regional and 
global business hub, especially if one of the strategic sectors ,such as oil production 
or logistics, is attacked. 
 3.3.2.Maritime Piracy 
The strategic location of the United Arab Emirates has played an essential role in 
positioning the country as an international trade hub between east and west, yet it 
has also entailed many threats stem from sea piracy which has been conducting in 
areas neighboring the UAE, particularly off the coast of Somalia, since long time 
ago and has been escalated during the last decade.  
Maritime piracy is of serious threat to international trade, it causes delays, increase 
expenses, and may disrupt global supply chains. Also, in some incidents it led to 
causalities and crews being taken as hostages. Fetzer (2013) finds that sea piracy 
has increased transport costs as much as 8%, which inevitably leads to increase 
prices for end customers in a way that make the supply chain less efficient. 
It is estimated that companies who are shipping through this route pay in total an 
average of US $1.1 billion per year to guard their shipments, although this cost 
might be much higher than the total cost of ransoms, companies are willing to pay 
to ensure their supply chains are not under the risk of disruption.     
The UAE and other governments and organization who have huge interests in this 
spot of the world ,like the USA and EU, identified poverty and the weakness of the 
central government as the main social roots for piracy in this spot of the world. 
Therefore, they are not only fighting piracy, but also have been trying to deal with 
the roots of the problem.    
The UAE renewed its commitment to cooperate with the Somali government in 
order to eliminate the roots of piracy in this country by providing humanitarian 
assistants and contributing with the international community to build capacity in 
Somalia to enable its government to secure Somali water and enforce its laws. 
Despite the significant decline of pirates attacks in the Gulf of Aden recently, the 
foreign minister of the UAE states that “maritime piracy remains a threat to 
regional security and global commerce” (Gulf News, 2013b). 
Although the strategies that have been applied by the international community led 
to reduce attacks by Somali gangs for more than 80% in the last two years, some 
 actions have had many negative effects. For example, the deployment of lethal 
force to deter pirates has pushed them to increase the value of requested ransoms, 
adapt to evolving security measures, and become more aggressive. As a result, the 
violence during hijacking attempts has been escalating, and most dangerously 
pirates have expanded their geographic targets to reach the Gulf of Oman, which 
mean their risk is becoming closer to The UAE. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  3.3.3.Geopolitical Issues 
The Arab Spring and other conflicts in the Middle East have created enormous 
political and social instability all over the region. The Syrian crisis and to less extent 
the recent military coup in Egypt and its following events, in addition to the Iranian 
nuclear program adds more tension to the area, especially to the Persian Gulf. 
The most influential geopolitical risks to the economy of the UAE are: 
 Iran’s nuclear program risks to the UAE have many dimensions. One of them 
is the scenario that says Iran would retaliate from all US allies, including the 
UAE, if their nuclear facilities were attacked.  
A second dimension is the risk of contamination that could come from close 
nuclear plants in Iran, such as the Bushehr nuclear power plant, which might 
be caused by possible strikes on these facilities or as a result of an 
earthquake, taking into consideration that Iran is on an earthquake fault line. 
  
 Turmoil in Egypt and terrorist attacks there, alongside the Syrian crisis threat 
the flow of vessels through the Suez canal, where about 8% of trade cross. 
Therfore, containerships moving between UAE-America and UAE-Europe 
would prefer to travel through the Cape of Good Hope rout instead of the 
Suez canal. This adds thousands of miles and increase lead times. 
Eventually, costs of shipping between the UAE and these destinations.  
 
Moreover, The threat of closing the Suez Canal is increasing the 
attractiveness of polar shipping lanes between East Asia and Europe as an 
alternative route. These routes are becoming  more commercially viable and 
some shippers have already started using them. They are not only safer than 
the route which cross the Suez canal, but also cut need less time.Recently, A 
COSCO Group vessel cut 9 days of its journey from Taicang City in China to 
the port of Rotterdam using a polar route instead of going through the Suez 
canal (Jasper, 2013). 
 
 This shift in the global shipping routes might have negative consequences on 
the strategic location of the UAE as a trading hub between East and West.  
Conversely, some may argue that the political and social stability of the UAE amid 
the upheavals in the Middle East makes the country a safe haven for global 
companies who wish to operate in this region.  
In addition, although polar shipping routes could start being used as an alternative 
for the Suez canal, their viability still limited to seasons where ice melt.  
Moreover, the most apparent positive impact of these geopolitical risks on the UAE 
is the increase of oil prices, which have a significant positive impact on its economy,  
as it is one of the most important oil exporter in the world.     
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 4. Conclusion  
 
International trade has played an important role in the economic growth of the 
world, and this role is expected to increase due to the continues improvement in 
trade regulations and the development of technology  and transportation which help 
facilitating trade across borders. 
This trade has made products more affordable for a large portion of the world and 
helped many countries increase its domestic market competitiveness. Therfore, 
nations around the world always seek to improve their performance in trading with 
other countries to achieve better integration in the global economy, which enable 
them to secure supply of food and other products to their people, as well as 
promote their export in the world to develop their economy. 
Logistics is considered as the backbone for international trade and the core for 
every supply chain. Therfore, having excellent logistics enables countries to trade 
smoothly with the world, attract foreign investments, and have robust and efficient 
national economy.   
Countries should always evaluate security concerns that might affect their 
economies and anticipate it before it happen, if possible, to prevent or at least be 
prepared to deal with them. 
The conclusion of this paper can be summarized in the following points:  
 Only countries with proper logistics can reap the benefits of international 
trade, through providing an efficient business environment that have superior 
infrastructure  and modern regulation  
 Most of the best performers regarding logistics are developed countries and 
have legacy of support trade facilitation. 
 The UAE is leading the MENA region in term of trade facilitation, however 
many actions should be take to sustain his position. 
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